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Economic activity in the United States during the sum- 
mer of 1948 has been characterized by rising costs and 
increasing demand, which have been reflected in a con- 
tinued upward movement of prices. The consumers’ price 
index rose 1.2 per cent from mid-June to mid-July, 
mainly the result of increased retail prices for foods, 
automobiles, and transportation fares. Wholesale prices 
of cotton and grain fell close to Government price sup- 
port levels in August, as a result of unusually good crop 
prospects in the U.S. and abroad. Meat prices, however, 
stayed at the high levels reached in mid-July, while the 
prices of manufactured products increased somewhat, 
and nonferrous metal prices rose sharply. Because of con- 
tinued inflation, the Government has recently taken steps 
to tighten credit. 

The seasonally-adjusted index of industrial production 
fell from 192 (1935-39100) in June to 187 in July, 
but preliminary estimates indicate that part of the loss 
was regained in August. The decline reflected chiefly re- 
duced activity in the nondurable goods industries, espe- 
cially textiles and paper. This was somewhat offset by a 






EUROPE 


U.K. Visible Trade in July 


Total exports from the United Kingdom during July, 
totaling £151.9 million, reached the highest value ever 
recorded. The volume for July, which has been pro- 
visionally estimated at 149 per cent of 1938 exports, was 
probably the largest since July 1929. Imports (c.i.f) 
amounted to £185.6 million, leaving a visible deficit for 
the month of £33.7 million (making no allowance for 
insurance and freight) ; this is the lowest monthly deficit 
this year, except that for February. 

Sources: The Financial Times, London, England, August 
25, 1948; The Economist, London, England, 
August 28, 1948. 


British Tourist Traffic 


In the seven months ending in July, 300,000 tourists 
visited the United Kingdom from countries outside the 
Commonwealth. It is expected that the number for the 
entire year will be 500,000, which would represent an 
invisible export of about £40 million. 

Source: The Times, London, England, August 26, 1948. 
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gain in the automobile industry, raising output to a post- 
war peak, and increases in lumber production. The value 
of new construction put in place in July rose to the 
monthly record figure of more than $1.7 billion, up $100 
million from June. The number of new houses started 
was estimated at 94,000 in July, 2,000 units fewer than 
in June, but 13,000 above the number started in July 
1947. 


As a result of settlements of “third round” wage ne- 
gotiations, hourly earnings in manufacturing industries 
rose about 2 cents an hour from May to June. Since 
then, additional wage increases have been granted in some 
major industries. Employment in July reached an all- 
time peak of 61.6 million, a rise of 1.5 million over 
July 1947. 


Sources: U.S. Department of Commerce, Survey of Cur- 
rent Business, Washington, D.C., August, 1948; 
The Board of Governors of the Federal Reserve 
System, Press Releases, Washington, D. C., 
August 27 and 28, 1948. 


Developments in British Steel Industry 


British steel production, which had attained an annual 
rate of 15.4 million ingot tons in June, fell to a rate of 
12.1 million tons in the holiday month of July. The 
target output for the year is 14.5 million ingot tons. 
Since the beginning of the year, increases in coal prices, 
and a reduction of the freight subsidy for imported ore, 
have raised the price of pig iron; this increase, however, 
has not been fully reflected in the price of finished 
steel, which has risen by only 60 per cent since 1938. 
The most recent increase in price resulted from an in- 
crease in the price of coking coal; while the price of 
billets is unchanged, those of heavy products and some 
alloys have risen. 

Sources: Records and Statistics, Supplement to The 
Economist, London, England, August 14, 
1948; The Economist, London, England, August 
28, 1948. 


Gold Production and Price in 
French Overseas Territories 

The official figures for gold production in French over- 
seas territories (chiefly Western Africa, Madagascar, and 
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Guiana) show a substantial decrease from prewar years. 
For example, gold deliveries by controlled gold mines of 
French Western Africa to Metropolitan France, which 
amounted to roughly 4.5 tons in 1940, were only 0.2 tons 
in 1946. While actual production may not have decreased, 
producers, in an endeavor to escape controls, divert their 
output to unofficial channels. 


Since the gold price policy is held responsible for 
these developments, a bill was voted on June 2, by the 
Assembly of the French Union, to extend to the entire 
franc area the provisions of the law of February 2, 1948 
authorizing free trade in gold within the French terri- 
tory. In Paris, gold quotations on the free market have 
averaged 525,000 francs per kilogram of fine gold, while 
the official buying price of the Caisse Centrale de la 
France d’Outremer (an official agency connected with 
the Bank of France) has been 342,000 francs since the 
devaluation (this price corresponds to $35 per ounce 
converted at the free dollar rate in Paris). 


Sources: Secretariat General du Gouvernement, Prob- 
lemes economiques, Paris, France, July 13, 
1948; Agence Economique et Financiere, Paris, 


France, August 11, 1948. 


Receipts From Tourism in France 


Latest estimates of 1948 tourist receipts in France 
have officially been fixed at $150 million, in contrast to 
the first estimates which indicated no more than $100 
million. American and Swiss tourists have arrived in 
greater numbers than expected, but Belgians and British 
have been the most numerous this summer. Tourist 
receipts, however, will represent no more than about 10 
per cent of the expected over-all balance of payments 
deficit, and they are still well below the record reached 
in 1926. The Monnet Plan target for 1952 fixed net tour- 
ist receipts at about $320 million. 
Source: New York Herald Tribune, 

August 24, 1948. 


Paris, France, 


Belgian Steel for the U.K. 


It has been announced that Belgium and Luxembourg 
will export to the United Kingdom 100,000 tons of steel 
in the coming three months. This indicates a considerable 
expansion over the first two quarters, when such ex- 
ports averaged 27,000 tons. These shipments comprise an 
important part of British steel purchases, which are ex- 
pected to amount to more than 500,000 tons in 1948. 
They are in addition to those covered by the Anglo- 
Belgian agreement and may have to be paid for in gold. 


The Belgian-Luxembourg Union is one of the largest 
steel exporters in the world, and steel and iron exports 
are important among Belgian export items (25 per cent 
of total), giving Belgium a valuable advantage in trade 
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negotiations and enabling her to receive hard currency 
for these products. 

Sources: The Journal of Commerce, New York, N.Y., 
August 27, 1948; The Economist, London, Eng- 
land, August 28, 1948. 


Wages in Denmark 


Following the rise of the Danish cost-of-living index 
from 301 to 306 (1914—100) in the April-July quarter, 
the wages for 750 thousand persons will be increased by 
5 ore per hour. At the time when the next wage adjust- 
ment may be made—January 1949—the cost-of-living 
index has to increase only three points to give the work- 
ers an additional adjustment. Under the wage agreement, 
a rise of six points in the cost-of-living index is required 
for a wage adjustment. 

According to Berlingske Tidende, the wage increases 
will be followed by higher prices, which will mean that 
the price indexes will increase and the inflationary de- 
velopment may influence adversely the competitive ability 
of the Danish export industries. 

Source: Berlingske Tidende, Copenhagen, Denmark, July 
31, 1948. 


Denmark-German Bizone 
Trade and Payments Agreements 


Trade and payments agreements between Denmark and 
the Bizone of Germany call for Danish exports valued at 
DKr 65 million and imports of DKr 39 million before 
July 31, 1948. Denmark’s surplus will be used to reduce 
the Danish debt of DKr 50 million for coal deliveries 
from the Ruhr. Payments against the coal debt will 
begin on October 1. The trade agreement does not call for 
any further import of coal, but it does include imports 
of hops, chemicals, salt, machinery, motor cars, elec- 
trical equipment, and textiles. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 3, 1948. 


Two-Year Plan for Eastern Germany 


The authorities in the Soviet Zone of occupation have 
recently announced the goals of their reconstruction and 
development plan for the second half of 1948, and the 
two years 1949-50. By the end of 1948, industrial pro- 
duction, now estimated at 60 per cent of the 1936 level, 
is to be raised to 66 per cent; it is to reach at least 81 
per cent by the end of 1950. 

The production plan fixes specific targets for the out- 
put of manufactured products, both producers’ and con- 
sumers’ goods, and places particular emphasis on in- 
creased production by nationalized enterprises which ac- 
count on the average for about 40 per cent of the total 
industrial output of the Soviet Zone. Among the different 
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branches of industry, the proportion contributed by the 
nationalized sectors varies considerably: foundries and 
other branches of the iron and steel industry, 54 per 
cent; pulp and paper industry, 44 per cent; engineering 
and metallurgical industry, 41 per cent; chemical indus- 
try, 35 per cent; electrotechnical industry, 33 per cent; 
textile industry, 32 per cent. 

It will be the task of the German Economic Commis- 
sion of the Soviet Zone, the agency charged with the 
centralized administration of the plan, to coordinate the 
production effort and to improve the efficiency of pro- 
duction. The aim of the plan is to increase labor pro- 
ductivity by 30 per cent and to decrease production costs 
in the nationalized enterprises by 7 per cent. The in- 
troduction of a system of progressive incentive wages 
is contemplated as one of the measures designed to 
achieve this goal. 

Agricultural production is to be raised mainly by ex- 
pansion of the cultivated area; 151,000 hectares of land 
will be made available through irrigation and soil con- 
servation measures. The agricultural program also calls 
specifically for an increase in the number of livestock. 

Foreign trade, both with Western and Eastern Euro- 
pean countries, is to be intensified. Trade agreements have 
been concluded with Belgium, Czechoslovakia, Denmark, 
Italy, the Netherlands, Poland, Sweden, Switzerland, the 
Soviet Union, and Yugoslavia. Until the end of 1947, the 
western countries (including Western Germany) ac- 
counted for roughly 80 per cent of the exports and im- 
ports of the Soviet Zone; it is expected that, in the future, 
larger raw material imports will be obtained from the 
Soviet Union, Poland, and Yugoslavia. 

Sources: Die Wirtschaft, Berlin, Germany, July 1948; 
Neue Zuercher Zeitung, Zurich, Switzerland, 
July 31, 1948. 


First Year of Hungary's Three-Year Plan 


Preliminary reports on developments in the first year, 
which ended on July 31, 1948, of Hungary’s Three-Year 
Plan indicate that almost 2,374 million forints ($202 mil- 
lion at the official exchange rate), or about 12.5 per 
cent of the estimated national income of 1948, was spent 
for investments, in contrast to 1,795 million forints 
($153 million) originally estimated. Actual investment 
expenditures during the year compared as follows with 
those forecast for the period: 


Forecast Actual 

(in millions of forints) 

Agriculture 579 700 

Mines and industry 554 784 

Transportation and communication 427 470 
Cultural and social purposes 

(including building) 235 420 








Total 1,795 —-2,874 
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Actual expenditures exceeded the forecasts by 32 per 
cent and were equal to 36 per cent of the 6,585 million 
forints to be spent within the three-year period. The con- 
siderable increase was due to an expansion of invest- 
ments in the last five months of the year, as efforts were 
made by the authorities to speed up production and 
accomplish the Three-Year Plan objectives within two 
years and five months. 

In agriculture these large-scale investments were largely 
responsible for this year’s crop being substantially better 
than that of last year. Mining production rose above that 
of prewar years, while manufacturing output was 10 per 
cent higher than had been expected. Services of the 
communication and transportation system reached the 
prewar level. 

Investments of 1,428 million forints are scheduled for 

the next five months. These equal the expenditures origi- 
nally planned for seven months; of this sum, 376.2 
million forints will be spent in agriculture, 247.5 million 
in mining and industry, 338.7 million in communica- 
tions, and 264 million in building, social, and cultural 
investments. 
Sources: Zahranicni obchod (Economic Review of the 
Ministry of Foreign Trade), Prague Czechoslo- 
vakia, April 1, 1948; Hungarian Bulletin, Buda- 
pest, Hungary, August 7 and 14, 1948. 


Financial Situation in Czechoslovakia 


Czechoslovakia’s state budgetary receipts in the five 
months from January to May 1948 amounted to 25 bil- 
lion korunas ($500 million) and expenditures to 28 
korunas ($560 million). The deficit of 3 billion was 
covered by credit operations and advances, which to- 
gether showed a surplus of 4.2 billion korunas. 

Receipts, including credit operations, amounted to 
30.9 billion korunas, against 24.9 billion a year earlier, 
and expenditures were 29.7 billion compared with 27.6 
billion in the first five months of last year. Taxes and 
duties yielded 21.4 billion korunas, against 20.7 billion 
in January-May 1947. 

As a result of the increase in revenues, the state ad- 
ministration decreased its borrowing operations. On the 
other hand, greater credit demand by enterprises could 
not be met by the increase in savings deposits (from 
27.5 billion korunas at the end of 1947 to 30.3 billion 
at the end of May 1948) and there were substantial with- 
drawals of sight deposits with the National Bank and 
current bank deposits; such deposits totaled 48.1 billion 
korunas at the end of May, compared with 61.6 billion 
at the end of 1947. Currency in circulation (including 
coins) increased from 61.7 billion korunas to 62.7 bil- 
lion. Thus the total of currency in circulation, sight de- 
posits with the National Bank, and current bank accounts 
decreased from 123.3 billion korunas at the end of 1947 
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to 110.8 billion at the end of May 1948, or by 12.5 
billion korunas. Probably the net drop in the money 
supply was considerably less than 12.5 billion korunas, 
since withdrawals of current deposits probably decreased 
cash at banks. 


Sources: Hospodar, Prague, Czechoslovakia, July 15 and 
29, 1948; State Statistical Office, Statisticky 
Zpravodaj, Prague, Czechoslovakia, July-Aug- 
ust 1948. 


Improvement in Polish Public Finances 


Ordinary revenues and expenditures for 1948 in Po- 
land were originally planned at 317.4 billion zlotys and 
277.6 billion zlotys, respectively. The planned surplus 
of 39.8 billion zlotys was to be transferred to the sep- 
arate investment budget of 215.8 billion zlotys; the re- 
maining part of investment expenditures was to be fi- 
nanced by bank credits (47.2 per cent), own resources 
of investors (23 per cent), import surplus of investment 
goods (10.2 per cent), and other sources (1.1 per cent). 

It now appears that revenues will be larger than origi- 
nally planned, and expenditures smaller. Expenditures 
will be reduced by 6 billion zlotys (probably mainly a 
reduction of wage subsidies, made possible by good 
harvests) and revenues increased by 95 billion zlotys, of 
which 36 billion will represent an increase in profits 
of state enterprises. 

Revenues of the ordinary budget for 1948 therefore 
should amount to 412.4 billion zlotys and expenditures 
to 271.6 billion, leaving a surplus of 140.8 billion. This 
surplus will be used for financing investment included in 
the state investment budget (thus reducing or eliminating 
the necessity for the National Bank of Poland to re- 
finance bank investment credits), for providing some 
state enterprises with new working capital, and for bud- 
getary reserves. 

Sources: Dziennik Ustaw Rzeczypospolitej Polskiej, War- 
saw, Poland, January 2 and April 26, 1948: 
K. Secomski, “Zrodla finansowania ruchu in- 
vestycyjnego w Polsce,” Wiadomosci Narodo- 
wego Banku Polskiego, Warsaw, Poland, April 
1948; Rzeczpospolita i Dziennik Gospodarczy, 
Warsaw, Poland, July 15, 1948. 


MIDDLE EAST 


Egyptian Cotton for Dollars 


The Egyptian Government has recently offered its 
stock of extra-long staple cotton estimated at over 200 
million pounds for sale against hard currencies. Buyers 
are offering 80 cents per pound, compared with sterling 
offers equivalent to 1 dollar per pound. 


French spinning companies have objected on the 
grounds that this procedure conflicts with the Franco- 
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Egyptian Payments Agreement, but the Egyptian Gov- 
ernment has stated that there is nothing in the agree- 
ment providing for the sale of Government-held cotton 
against French francs, and added there were about 50 
million pounds of extra-long staple cotton on the free 
market. 
Sources: The Financial Times, London, England, August 
12 and 19, 1948; Al Ahram, Cairo, Egypt, 
August 15 and 18, 1948. 


lraq’s 1948-49 Budget 


Iraq’s budget for 1948-49 estimates expenditures at 
ID 25 million ($100.8 million) and receipts at ID 23.5 
million ($94.7 million). Expenditures are larger than last 
year, mainly because of military expenses; they comprise 
28 per cent of the budget. Other expenses, i.e., police, edu- 
cation, and public health, account for 10 per cent each. 

The expected deficit may be attributed primarily to the 
stoppage of oil shipments to Haifa and the consequent 
reduction of oil royalties. 


Source: Al Ahram, Cairo, Egypt, August 17, 1948. 


Anglo-lranian Oil Concession 


The Iranian Government is to appoint three European 
oil experts to advise on Iranian rights concerning the 
Anglo-Iranian Oil Company from the judicial, technical, 
and economic aspects. This may be considered a prelude 
to the introduction of some alterations in the terms of the 
1933 oil concession. 

Negotiations between AIOC and the Syrian Govern- 
ment for the construction of a pipeline to the Mediter- 
ranean have not broken down but are merely delayed 
because of present Middle East political conditions. 
Sources: The Financial Times, London, England, August 

24 and 25, 1948. 


FAR EAST 


India’s Export Policy 


In recent discussions of the Indian Export Advisory 
Council, it was pointed out (1) that the flow of exports 
of oils, oilseeds, and cloth was being affected by current 
export duties; (2) that reasonable exports of raw cotton 
of all varieties should be allowed to enable exporters to 
obtain a foothold in overseas markets and that there 
should be no export duty on short staples; (3) that in 
the determination of export quotas, due regard for the 
interests of established shippers, and a revision of the 
basic period now in use, which relates to the prepartition 
pattern of trade, were desirable. 

The Council appointed a special committee to consider 
the adoption of the “export credit guarantee system” 
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prevalent in the United Kingdom and the United States. 

The establishment of a research organization, like the 

U.K.’s “Betro,” is also to be investigated by the members 

of the Council, who represent the Chambers of Commerce. 

Source: The Eastern Economist, New Delhi, India, 
August 20, 1948. 


India Reserve Bank Nationalization Bill 


The bill to nationalize the Reserve Bank of India, in- 
troduced recently in the Dominion Parliament by the 
Finance Minister, provides for the transfer of all shares 
to the Government and the replacement of the present 
board of elected directors by one nominated by the Gov- 
ernment. The bill confers on the Government the power 
to give directions to the Bank on matters of policy. It 
also enables the Bank to hold other assets besides sterling, 
both in the Issue and Banking Departments. Foreign 
securities eligible for this purpose are defind as those 
payable in the currency of any foreign country which 
is a member of the International Monetary Fund and 
satisfies certain other requirements. The use of the Fund 
as a standard of clasification, observes The Financial 
Times, is an interesting example of the modern develop- 
ment of internationalism. 

Source: The Financial Times, London, England, August 


10, 1948. 


India Plans Industrial Expansion 


Expansion programs for a number of industries, some 
of which were established only during the war period, 
are being prepared and put into effect in India. These 
industries include the manufacture of electric motors, 
diesel engines, grinding wheels, and telephones. 

The current demand for electric motors is estimated 
at 300,000 h.p., and it is expected to rise to 500,000 h.p. 
during the next three years. The potential annual pro- 
ductive capacity of the industry, which developed rap- 
idly during the war, is estimated at 130,000 h.p., ac- 
counted for by about 20 productive units. A capital 
investment program of Rs 25 million ($8 million) is 
now under way for expanding the existing units and 
setting up new ones so as to increase output to 250,000 
h.p. by 1950. India’s needs for diesel engines have 
been met so far by imports from the United Kingdom, 
United States, and Sweden. The annual demand for 
these is estimated at 5,000 for the next five years, and 
the Government is planning more capacity to make 
India self-sufficient in this field. The present output 
of the grinding wheel industry, represented by a single 
firm, is 350-400 tons per annum, while the annual re- 
quirements in the near future will be around 450-600 
tons. For the manufacture of telephone equipment, an 
automatic telephone factory owned by the state and 
managed directly by the Ministry of Communications 
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on commercial lines is being set up at a capital cost of 

Rs 25 million. 

Source: The Financial Times, London, England, August 
6, 1948. 


China’s New Currency Notes in Circulation 


After adoption by the Chinese Government of the 
managed gold standard currency called the “gold yuan” 
on August 19 (see this News Survey, Vol. I, No. 9, 
August 26, 1948, p. 65), the new currency notes went 
into circulation on August 23 in all major cities, and 
gold, silver, and foreign exchange began to be sur- 
rendered for the new currency. Up to closing time of 
the same day, the Central Bank of China and other 
designated banks in Shanghai had received more than 
10,000 ounces of gold, U.S. currency notes totaling 
$358,290, and 80,000 Chinese silver dollars. It was 
reported that large amounts of Hong Kong currency, 
U.S. currency, gold, and silver were also surrendered 
to the Central Bank in Nanking, Tsingtao, Tientsin, 
Canton, Sian, and Chungking. 

According to the order issued by the Premier on 
August 22, prices of all commodities and services are 
to be converted into gold yuan at the levels prevailing 
on August 19. Up to August 23, wholesale commodity 
prices had either dropped or held steady, but retail prices 
had advanced 20 to 30 per cent. The price of rice was 
quoted at 22 gold yuan for 1 picul (110 pounds). 
Sources: The Wall Street Journal, New York, N.Y., 

August 21, 1948; Chinese News Service, Press 
Releases, New York, N.Y., August 24 and 25, 
1948. 


Hong Kong's Foreign Trade 


Hong Kong’s foreign trade deficit in the first six 
months of 1948 amounted to US$69 million, with im- 
ports totaling US$244 million and exports US$175 mil- 
lion. The United States supplied 20 per cent of the 
imports; next came China with 18 per cent, and the 
United Kingdom with 11 per cent. On the export side, 
16 per cent of the goods was shipped to China, 11 per 
cent to the U.S., and 5 per cent to the U.K. Trade with 
Japan in the six-month period was larger than in the 
entire year 1947. 

Source: Far East Trader, San Francisco, California, 
August 11, 1948. 


Philippine Gold Ore Deposits 


The President of the Benguet Consolidated Mining 
Company and affiliates reports that as of January l, 
1948 the value of the company’s proven deposits of gold 
ore for extraction during the next three years was esti- 
mated at approximately $40 million on the basis of the 
U.S. gold price of $35 an ounce. The cost of rehabil- 
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itation of the company’s property from the end of the 
war to the present has amounted to over $7 million. 
The company has filed war damage claims with the 
Philippine War Damage Commission for the equivalent 
of $15 million. (In 1941, 41 Philippine companies 
produced $48 million worth of gold.) 


The president of the company stated that while the 
exports of gold from the Philippines required licenses 
based on the $35 price, internal prices as high as $47 
an ounce have been quoted. 

Sources: Central Bank of China, Chin Yung Chou Pao, 
Shanghai, China, September 3, 1947; Bataan, 
Washington, D.C., April 1948. 


UNITED STATES AND CANADA 


U.S. Eases Reimportation of Surplus 
Property Sold Abroad 


In an attempt to alleviate inflationary pressure, an 
easing of policies governing the reimportation into the 
United States of surplus commodities sold abroad by 
the Office of Foreign Liquidation Commissioner was 
announced on August 24 by the Secretary of the U.S. 
Department of Commerce. In the Surplus Property Act 
of 1944—the purpose of which is to “prohibit, so far 
as feasible and necessary to carry out the objectives of 
this Act, the importation into the United States of sur- 
pius property sold abroad”—there is the provision that 
surplus property in critically short supply and needed 
for reconversion might be reimported. 

The Department of Commerce has been asked by John 
R. Steelman, Assistant to the President, to make recom- 
mendations to the Secretary of State concerning articles 
to be reimported which would not injure domestic man- 
ufacturers. According to Mr. Steelman, commodities 
should be classified as in critically short supply when- 
ever any of the following conditions obtain: 

1. Producers of the commodity or comparable com- 
modity are unable to meet the demand within a 
reasonable period 

2. The commodity is made primarily of materials in 
short supply 

3. The prevailing market price for the commodity or 
comparable commodity has risen since June 1946 
considerably more than the average wholesale price 
of all commodities. 

He also stated that if imports of these commodities 

become so large that they are injurious to domestic pro- 
ducers, the imports should be terminated. 


Source; U.S. Department of Commerce, Press Release, 
Washington, D.C., August 25, 1948, 
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Financial Status of U.S. 
Manufacturing Corporations 


A recent joint report of the Securities and Exchange 
Commission and the Federal Trade Commission, cov- 
ering the first quarter of 1948, states that net income 
after taxes of all U.S. manufacturing corporations was 
$2.9 billion, about $300 million above the fourth quarter 
of 1947 and $200 million more than the first quarter 
of last year. The increase over the fourth quarter of 
1947 is attributed to a decline in costs which more than 
offset decreased sales. 


For practically all industry groups, rates of profit 
as related to investment and to sales were somewhat 
above those in the fourth quarter of 1947 and were 
similar to the levels in the early part of 1947. The quar- 
terly ratio of profits after taxes to stockholders’ equity 
for all manufacturing corporations rose from 3.8 per 
cent during the fourth quarter of last year to 4.2 per 
cent, while the ratio of profits to sales rose from 6.2 
per cent to 7.2 per cent. 

Total assets of all manufacturing corporations 
amounted to $100.6 billion at the end of March 1948, 
while stockholders’ equity is estimated at $69.2 billion. 
Of the total assets, about $27.7 billion represented in- 
ventories, a quarterly increase of $1.2 billion, while 
$33.9 billion represented net property, plant, and equip- 
ment. Net working capital rose by $1.9 billion, to 
$38.2 billion. 

The proportion of cash and government securities to 
current liabilities amounted to 83 per cent, with ratios 
ranging from 59 per cent for corporations with assets 
of less than $250,000 to 99 per cent for corporations 
with $100 million or more. 

Source: Securities and Exchange Commission, Press 


Release, Washington, D.C., August 29, 1948. 


U.S. Capital Markets in Second Quarter 


The Securities and Exchange Commission has an- 
nounced that new U.S. corporate securities issued in the 
second quarter of 1948 amounted to $1,679 million, $32 
million above the first quarter figure. These issues were 
still considerably below the $2,260 million for the last 
quarter of 1947, but on an annual basis the half-year 
rate would be more than $400 million above the pre- 
vious year’s level. Private placements in the second 
quarter amounted to about 30 per cent of total offer- 
ings, compared with about 45 per cent in the first 
quarter. 

Of all types of issues offered, public utilities repre- 


sented over one half, while industrial issues accounted [ 
for about one third. Between the first and second quar- ff 
ters, real estate and financial issues declined from 14 ff 
per cent of the total to 6 per cent, while flotations of f 
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FINANCIAL NEWS SURVEY 


public utility companies rose from 37 per cent to 53 
per cent. 

Of the quarter’s total net proceeds, which amounted 
to $1,647 million, it is anticipated that $256 million will 
be used for the retirement of securities, $1,080 million 
for plant and equipment, and $263 million for working 
capital. The large amount of financing for plant and 
equipment reflects mainly expansion activities by elec- 
tric, gas and telephone companies, which accounted for 
almost $800 million. 


Source: Securities and Exchange Commission, Press 
Release, Washington, D.C., August 26, 1948. 


Canadian Trade in Securities 


Canada’s international trade in outstanding securities 
during the first six months of 1948 resulted in net pur- 
chases by Canada of $15.8 million, or $8.3 million more 
than in the first half of 1947. The 1948 figure is only 
$2.2 million below the total for calendar 1947 and re- 
sults for the most part from the repurchase of U.S.-held 
bonds. . 

Purchases from holders outside Canada totaled $127.7 
million, $3.4 million above the comparable period of 
1947, while sales amounted to $11.9 million, $4.9 mil- 
lion below 1947. These figures contrast with those for 
the first six months of 1946, when purchases totaled 
$146.4 million and sales $265.0 million. 

Canada’s transactions with the United States involved 
purchases of $121.6 million and sales of $107.8 million. 
The net purchases of $13.8 million may be compared 
with net purchases of $5.3 million in the first half of 
1947 and net sales of $141.5 million in the corresponding 
period of 1946. In June 1948 especially, there was 
heavy trading in outstanding Dominion bonds. Sales 
of Dominion bonds to the U.S. rose to $9.5 million, 
from $1.1 million in May, and purchases advanced to 
$9.7 million, from $3.6 million. 

Sources: Canada, Dominion Bureau of Statistics, Sales 
and Purchases of Securities between Canada 
and Other Countries, Ottawa, Canada, No- 
vember 1947 and June 1948. 


Iron Ore Discovery in Canada 


Canadian mining interests have recently discovered 
rich deposits of iron ore in a basin—fifteen to twenty 
miles wide and one hundred miles long—lying across 
the Quebec-Labrador border. The two companies de- 
veloping the ore are presently engaged in proving up 
tonnage of iron in more than 20,000 square miles of 
concessions. Before going into production, the com- 
panies expect to prove up a minimum of 300 million 
tons. Thus far, 140 million tons have been proved at 
an estimated value as high as $1 billion. 
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The starting production goal has been set at 10 mil- 
lion tons annually, at least 400 per cent above the total 
Canadian production in 1947. Although it is not yet 
known if the field can ever compete with Minnesota’s 
now dwindling Mesabi, which at its peak produced 
slightly over 80 million tons annually, it is believed 
that the earning power of the new development will 
be great. Up to this time, iron has been an import 
item—$17 million of iron ore and scrap in 1947—and 
thus a debit in Canada’s international accounts. 

Sources: The Financial Post, Toronto, Canada, June 26, 


1948; Saturday Night, Toronto, Canada, Au- 
gust 21, 1948. 


Canadian Immigration 


Immigration into Canada during the six months ended 
June 30 surpassed that of the corresponding period of 
1947 by 168 per cent, according to data released by the 
Department of Mines and Resources. The six-month 
total of 57,000 was only 7,000 below total immigration 
during 1947. The Globe and Mail has reported that 
1948 immigration will probably exceed the 1930 total 
of 104,000. In some of the very low years, e.g. 1942, 
immigration fell to 8,000. 

A large number (19,000) of the arrivals in the first 
six months were displaced persons. Arrivals from north- 
ern Europe totaled 8,000, or 219 per cent above 1947. 
Immigrants from the British Isles totaled 23,000, which 
was 80 per cent greater than in the corresponding period 
in 1947; immigrants from all other races totaled 22,000, 
as against 1,000 a year ago. 

The new arrivals included independent farmers, close 
relatives of Canadian residents, and workers brought in 
by the Labor Department. It is anticipated more and 
more workers will be brought in by the Department, 
since the Canadian National Employment Service has, 
according to an August 20 announcement, opened a 
branch office in London. This office has been estab- 
lished as a counselling center for prospective immi- 
grants—advising them as to the current demand for 
their particular skills. 

Sources: Canada, Department of External Affairs, Air- 
mail Bulletin, Ottawa, Canada, August 23 and 
26, 1948; The Globe and Mail, Toronto, Can- 
ada, August 26, 1948. 


LATIN AMERICA 


Mexican Minting of Silver Coins 


The Bank of Mexico reportedly is planning a 50 per 
cent increase in its minting of five peso silver coins. 
The use of silver for such coins will therefore increase 
from 3 million to 4.5 million ounces a month. The 


additional 1.5 million ounces are expected to be supplied 
from Government stocks and from silver property which 
the Mexican Government acquired more than a year 
ago. It is held that the new five peso minting program 
removes prospects of increased supplies of silver coming 
on the world market from Mexico, a major producer of 
the metal. 

With the break in value of the Mexican peso late 
in July, causing it to drop from 4.85 to the dollar to 
a current level of 6.8, it became profitable to melt down 
the one peso silver piece containing 7 grams of silver 
equivalent to 16.77 U.S. cents (at the August 31 New 
York quotation for silver of 74.25 cents per troy ounce), 
or more than the coin was worth as currency (14.7 U.S. 
cents). Consequently, the Government has stopped the 
minting of this coin. The five peso silver coin contains 
only 27 grams of silver worth 64.5 U.S. cents, or less 
than the coin’s current legal-monetary value of 73.5 
U.S. cents. 

Sources: The Wall Street Journal, New York, N.Y.. 
August 26 and 27, and September 1, 1948; 
La Prensa, New York, N.Y., August 28, 1948. 


Venezuelan Petroleum 


The production and export of petroleum, the back- 
bone of the Venezuelan economy, continues to follow 
an upward trend. Crude petroleum production in May 
1948, the latest month for which figures are available, 
amounted to 6.5 million cubic meters, compared with 
6.2 million in the previous month and 5.6 million in 
May 1947. During the first five months of 1948, pro- 
duction totaled 31.5 million cubic meters, an increase 
of 14 per cent over the corresponding period of 1947. 
If production continues at its present rate for the re- 
mainder of the year, Venezuela’s output in 1948 will 
reach about 76 million cubic meters, thus well exceeding 
the peak of 69.1 million cubic meters attained in 1947. 
Exports of crude petroleum also are at record levels, 
shipments in January—May 1948 amounting to 29.0 
million cubic meters or 3.3 million more than in the 
same period last year. 

The refining of petroleum, which has been relatively 
insignificant in Venezuela, is slowly growing in impor- 
tance. Exports of petroleum derivatives in the first five 
months of 1948 amounted to 1.7 million cubic meters, 
compared with 1.6 million in the corresponding months 
of 1947. Total exports in 1947 reached 4.3 million 
cubic meters, or approximately 30,000 cubic meters 
more than in the previous year. Upon the completion 
of a number of new refineries currently under construc- 
tion, it is expected that the production and export of 
refined petroleum products will increase substantially. 
Sources: Boletin Interno del Banco Central de Venezuela, 

Caracas, Venezuela, July 1948; El Universal, 
Caracas, Venezuela, August 5, 1948. 
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Reduction in Chilean Chemical Production 


Because of a cut in the foreign exchange budget, the 
Chilean chemical industry may reduce production this 
year. In the 1948 budget, $21.2 million has been allo- 
cated for chemical products, the largest single item 
being $7 million. Government certificates will be re- 
quired for the importation of a number of products. 
Total exports of chemicals and related products were 
valued at $42.4 million in 1947, of which nitrate and 
iodine accounted for 89 per cent. 

Source: The Journal of Commerce, New York, N.Y., 
August 27, 1948. 


AUSTRALIA 


Australian Price Control and Subsidies 


When the Australian Commonwealth Government re- 
linquishes price control in September, a large number 
of items, including used automobiles, some manufac- 
tured foods, and most kinds of machinery, will be freed 
from control by the state governments. Commonwealth 
price subsidies will be withdrawn with the exception of 
those on superphosphates, butter, and tea; this will raise 
the basic wage, which is anchored to the cost of living 
index, by 4s 6d a week. 

Sources: The Times, London, England, August 28, 1948; 
The Economist, London, England, August 28, 
1948. 


Austria Signs Fund and Bank Agreements 

On August 27, Dr. Ludwig Kleinwaechter, Minister 
of Austria, signed on behalf of his country the Articles 
of Agreement of the International Monetary Fund and 
the International Bank for Reconstruction and Develop- 


ment. The signing brings the total number of member 


countries to 47. Austria’s quota in the Fund and her 
subscription to the capital stock of the Bank are $50 
million each. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Managing Director 


1818 H Street N.W., Washington 25, D.C. 





